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NorthEastAsiaisthemostpromisingregionintheworldf()ritspotentialeconomic

growthforthe21century.Therehasbeencontinuosdebatewhetherthisareacouldbe

consideredastheNaturalEconomicTerritory(NET).Thepros(Kanamori,1995)

emphasizethefactthatthisregionhasthehugeendowmentoftheeconomicfactors:

Japan'srichcapitalandadvancedtechnology,SouthKorea'sintermediatetechnology

andfastaccumulatingcommercialexpertise,NortheastChinaandNorthKorea's

stablesupplyoflabor,andtheRussianFarEast'senormousnaturalresources,The

cons(Ku・HyunJung,1995,T,Akaha,1997),however,criticizethatsocialandpolitical

dissimilaritywouldnotallowthecomplementaryeconomicdevelopmentofthisregion.

Thef()remostnegativefactoristhelegaciesofprewarandwartimehistoryofNortheast

Asia。ThehostilitiesandanimositiesthatJapan'saggressionandcolonizationhadbred

donotbestillerasedinmostKoreanpeople,Alsotheterritorialdisputessuchasthe

Northernf()urislandsbetweenRussiaandJapanworksaspsychicbarriertobuilda

keenrelationshipamongthemembercountries,ThepoliticalinstabilityofNorthKorea

andRussiaandtherecenteconomiccrisis(especiallythef()reigncurrencycrisis)in

Japan,KoreaandRussiaalsorendersashadowoverformulatingatruepartnership.

Despitetheseconcerlls,theprojectstodeveloptheoilandnaturalgasoffshore

productioninthenorthernareaofSakhalindrawglobalattentionforitspotentialityof

ahugeeconomicspillovereffectinvariousindustries.Themainreasonforsuch

attractionistheworldclasssizeofthepotentialoilandgasreserves,Roughestimation

forpotentialoilandgasreservesofSakhalinIamounts6661nilliollequivalentmetric

tons(or5billionoilequivalentbarrels)whichis2,5timesl)iggerthanoilproductionof

Alaska,Theproblem,however,isthefactthatitrequiresacapitalinvestmentof皿ore

thanUS$15billion.

ThepurposeofthispaperistOfindoutthepotentialityofeconomictiesbetweenthe

membercountries,especiallyonthelocalf()rlocalbasis,Inordertoclarifythis,the

1ThispaperhasbeenpresentedatInternationalSymposiumon"GhangingWorldEconomy"at
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authorfocusesonthehousingindustryofSakhalinandattemptstopointoutthe

l)arriersfbrsuccessfulcooperationbetweenSakhalinandHokkaido(whichisthe

closestneighboringregion.)Be負)rediscussingthispointtobeargued,letusbrie且ylook

attheprospectsofcurrentsituationofoilandgasexploitationinSakhalin.

1.ProspectsofSakhalinPrqiects

(1)SakhalinI

SakhalinIwasoriginallyf()rmedasajointprojectbetweenRussiaandSODECOin

1974.In1995,twolocalRussianfirmsRosneft(17%),andSakhalinMoreneftegas

(SMNG,23%)andExxol1(30%)wereinvitedtoorganizeaconsortiumwithSODECO

(30%).TheconsortiumisstrivingtoestablishcommercialoilfromArkutun・Dagiarea

andnaturalgasinChayvofieldafterProfitSharingAgreement(PSA)whichdefinesan

explorationprogramandhowproductionrevenuewillbesharedbetweellthestateand

theconsortium(ifexplorationissuccessful)wasdeclaredeffectiveinJune1996,(M,

Yamamoto,1998)

Exxon,prolectoperatoroftheconsortium,iscurrentlyevaluatingtheearlyoiI

developmentphaseinArkutun-Dagiandcommercialoilproductionwouldbeexpected

tostartfromintheyear2000。Anice・resistantplatf()rmwasestal)lishedtoproduceat

least67皿illionmetrictons(over500millionl)arrels)ofoilwithapeakrateinexcessof

5皿illionmetrictonsperyear,LaterdeveloP皿entphaseshiftstoproducegasin

ChayvoandOdoptufield.TheChayvofieldisestimatedtohaveapotentialresourceof

226.5billioncubicmetersandOdoptuwithanother200billioncubicmeters.Butthe

latterdependsuponsecuringasuitablegasmarketanddefininganefficient

trallsportationsysteln.

(2)SakhalinII

ThemaindeveloperoftheSakhalinIIisSakhalinEnergyInvestmentCompany

whichwasjointlyinvestedbyMarathon(37.5%),Shell(25%),Mitsui(25%)and

Mitsubishi(12.5%).SakhalinIIprojectalsogotthePSAapprovalillDec.1995and

GyeongsangNationalUniversityonOct.21,1998.

58



declaredtobeeffectiveinJune1996.SimilartoSakhalinI,SakhalinIIisworkingan

earlydevelopmentofoilinPiltun・AstohskoyefieldandlaterfbrgasinLunskoyefield.

Theestimatedreservesf()roilis9.45million.ton(750millionbarrels)and455billion

cubicmetersofgas.

ThefinaldeveloplnentplanwouldbereportedtotheRussiangovernmentinJune

1999,however,itisexpectedthatcommercialoiltobeproducedevensooIlerthanthe

projectI.In6rdertoproduceoiloncommercialbasistheconsortiumalready且nished

itscontractstobuildthenecessaryfacilitieswiththefbreigIIcompanies、Forinstance,

molikpaq,whichisa皿obileplat負)rm負)rdrillingoil,wastoberelbrmedwithironbox

withDaewooShipbuildingCo.ofKorea.Thetotalamountofthecontractis35million

USdollars.Thecontracttoestablishthe且oatingtallkswas且nalizedl)etweenSakhalin

MoreneftegasandSwedishandSwisscompanies負)r100milliondollars,TheAmerican

TownprojectstOprovidethehouses,businesshotel,ashoppingcenter,agymnasium

andtheparkisalreadyundergoingitsconstructioninYuzhnoSakhalinskunderthe

tightsecu■ity。(Theprojectwillbeexplainedindetaillateron.)Thejointventurefirm

betweentheRussiancompanycalledSfbraandaNebraska-basedUScompany,Ioccais

undertakingtheconstruction.Asfarasshippingandmaterialhandlingbusinessis

concerned,UScompallycalledENTradillgandtheportterminaloftheKholmsk

jointlyattainedtherightst()dobusiness,Therefbre,themainport負)rtheSakhalinII

becameKholmsk,whileKorsakov負)rSakhalinI,

Althoughthefinalapprovalf()rPSAwasnotyetsignedbytheRussiangovernment

SakhalinIIIandIVarealsocarryingouttheirplanstoberealizβd.ForSakhalillIII,

ExxonNeftegasLtd.,MobilVenturesInc,andTexacoExplorationSakhalinLtd.

alreadywontherighttoexploreinJuly1993.Currentlythesemajorco皿paniesare

lookingf()rtheRussianpartnerfirmsandareabletOstartdrillingatEastOdoptufield

earlyasintheyear2000.

(3)TwoProblemsShouldbeAddressed

①PSAandtheLocalC・ntents

ProfitSharingAgreementisamethodtosecureareturnoninvestmentbysharingof

profitsbetweentheRussiangovernment(bothlocalandfederal)andtheconsortium

thathastherighttoexplore.PSA,therebyactsasthe1)asiclawandregulationsover
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theconsortium,theprojectoperatorandthesubcontractors,IntheAgree皿entstatesto

givethefirstprioritytOthelocalfirmsincaseofequivalentpricelqualityconditions.

Thislocalcontentsrulen皐turallyactsasbothphysicalandpsychologicall)arrierf()r

theWesternco皿paniestoactivelyinvolveintheproject.PSAalsoincludesthe

accumulatedfundingtosupportdevelopmentofSakhalinState.Ana皿ualamountof

fundillgis20皿illionUSdollarsfrombothprojectIandIIandtheaccumulation

continuesuntil5yearstoreachthetotalamoulltsoflbillionUSdollarsfromeach,

②GasPipelineandLNG

InJapannaturalgasishighlyesteemedforitscleanenvironmentalreasontobe

usedalternativelyofoilandgasoline.Awildideatoprolongthegaspipelinefrom

SiberiaorSakhalillthroughundertheseatoHokkaidoandmainlandofJapan(and

eventootherneighboringcountrieslikeKoreaandChina)wasalwaysdreamedof.

However,SakhalinIIemphasizesitsexportillggasinLNG,whileSODECOofprojectI

doesnotspecifyhowtosellitsgasproduced.ThestateofSakhalinplanstobuildagas

pipelinefromOkhatoPrigorodnoe(rightneartheKorsakovport)andliquefyitsgastO

export.Herearesomeofthefacilitiesplanningtobeestablishedbythestateof

Sakhalin.

TABLE1

Faciiities contents

estimatedprices

(inthousanddollars)

OilstabH比yfacilities annual25.9miHiontons 182,000

Oilhandlingterminal annual25.9millbntons 285,000

GasliquefyingPlant 3milliontons×3blocks 3,130,000

LNGhandlingterminaI annUalgmilliOntOnS 782,000

Gascondensedseparation annual3.8milliontons 166,000

Oilpipelhe 620km 969,000

Gaspipeline 620km 1,120,000

Asdiscussedabove,therearestillseveralissuesandprol)lemstobesolvedinorder

togettherealeconomicbenefitsfro皿oilandgasexploitationinSakhalin,Especially

forthemanyJapanesefirmsinvestmentsillSakhalinarel)eingconsideredtobethe

highlyriskybusiness.ButmanyUSalldCanadiancompa且iesseemtOstartouttheir

businesswithoutmuchpain,Onecanstillarguethattheyaremostlyworldwideknown

majorco血paniesIikeExxonandMobilwhoareabletOovercomethesebarriers。Butis
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itreallytruethatsmallandmediumsizedlocalfirmsfromneighboringAsiancountries

havenochancetodobusinessinSakhalin?Theanswerisotherwise.Rather,itisthe

veryriskybusinessenvironmentthatrendersbusinessopportunitiestothesmalllocal

firmsofHokkaido.InordertoarguethispointhousingindustryofSakhalinneedsto

beanalyzedthoroughly.

2.HousingIndustryinSakhalin

(1)SluggishGrowth

Beforegoingintodetailsofthehousingindustry,letushaveaquickglanceofthe

currenteconomicsituationofSakhalin.Thedatashowsthatthetotalproductivityof

theregionincreasedfrom76.6%in1995to95.8%in1996,however,in1997itdropped

to87.4%.Investmentonfacilitiesalsodecreasedfrom91.9%in'95tr)72.3%in'96and

73.9%in'97.Householdconstructionratealsosharplydroppedduringtheseyears.

Boththeyears1996and19970nlyreachedthehalfofthepreviousyear'sperformance.

(F.Oda,1998)

TABLE2BasiclndexofSakhalinEconomy (rateoverpreviousyear,%)

1995 1996 1997*

Totalproductivity 76.6 95.8 87.4

Industrialproducts 108.8 86.2 98.2

【nvestmentonfac灘ities 91.9 72.3 73.9

Householdconstruction 92.7 45.3 57.0

Householdconstruction(1000㎡)** 138 62.6 12.9

*Theyear1997refersonlyfromJan .toMay

**totalareaofthehouseholdconstructioninthousand㎡

Source:StatisticsDepartmentoftheSakhaiinState

TABLE3HouseholdOwnership (%)

Typeofhouseholdownership 1995 1996

Privateownership 24.9 30.0

Governmentownership 16.5 16.5

Communalownership 56.4 51.9

Others 2.2 1.9

Total 100 100

Source:StatisticsDepartmentoftheSakhalinState
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Table3showsdifferenttypesofhouseholdownershipinSakhalin。Onecannotice

thattheprivateownershipofthehouseholdsonlyconsists30%ofthetotal,butthis

rateisincreasing.ThetotalareaofthehouseholdsinSakhalinis11。64million㎡in

1996,Thetotalspaceperpersonis17.8㎡.Ifthereare4personineachfamily,each

householdaccoulltsroughlyabout70㎡ontheaverage。AccordingtotheJapanese

WhitePaperontheConstruction'97anaveragespaceofthehouseholdinJapanis

91,9㎡.There負)reonecanconcludethatthepeopleinSakhalinliveinaverys皿all

house,evensmallerthantherabbithutchofJapan.

Asmentionedabove,householdconstructionin1996wasonlyhalfofthatin1995。

(Thetotalareaofhouseholdcompletionis62,600㎡.)TheTable4showsindetail,

TABLE4CompletedHouseholdConstructionin1996

typeofhouseholds totalspacein㎡ rateoverprevbusyear(%)

Federalstateownership 5,746 48.7

Sakhalinstateownership 2,066 21.2

Communalownership 9,554 17.5

Privateownership 14,643 82.5

(individualownership) 12,363 126.9

Sharedownership 16,775 38.1

Smallcompanyownership 13,809 N/A.

total 62,593 45.3

Source=StaゼsticsDepartmentoftheSakhalinState

Thenumberofthehouseholdsconstructedin1996wasonlyhalfofthatof1995,due

tothesluggishnessofgovern皿entorcommunitydrivensupplies,However,itneedsto

benoticedthatthenumberoftheprivatehouseholdsconstructedwereincreased27%

in1996,TotalnumberofhousesbUiltin1995was2,164and898in1996.Butthesame

Ilumberoftheprivateownedhousesincreasedfrom88in1995to100in1996.The

averagespaceofthesehousesalsoincreasedfro皿63.8㎡in1995to69.7r6in1996,

Table5showsthathousingindustry,althoughdroppedf()rm17。8%i11'95to8.9%

in'96,isstillconsideredve!yimportant.Therankofthebiggestinvestmentratiogoes

frommanufacturing,transportationandhousinginthatorder.Inthissense,housing

industryisthirdimportantindustryinSakhalin,

Finally,letつslookattheprivatizationofhouseholdsinSakhalin.Thenu皿berofthe

privatizationoccurredinSakhalinis13,297in'95and8,305in'96.Theaccumulated

sumoftheprivatizationbeca皿e72,519,whichareroughlyabout30%oftheplan。

Therefore,itisexpectedthatthisprivatizationcontinuetobeincreasedinnearfuture,
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TABLE51ndustrialInvestmentRatio (%)

1995 1996

manufacturing 41.3 43.4

agriculture 6.1 6.0

forestry 0.2 0.1

.

constructlon u t7

o

tranSportatlOn 20.4 24.0

● ●
communlcatlon 2.0 4.8

commerce N/A. t2

housing 17.8 8.9

infrastructure 6.2 4.9

others 4.9 5.0

totaI 100 100

Source:StatisticsDepartmentoftheSakhalinState

TABLE6PrivatizationoftheHouseholds

numberof

privatiZatiOn

(1995)

numberof

priVatizatiOn

(1996)

areaof

privatizationin

1996(k㎡)

accumulated

sumof

privatization

SakhalinState 13,291 8,305 385.7 72,519

YuzhnoSakhalinsk N/A. 2,618 120.1 18,891

Source=StatisticsDepartmentoftheSakhalinState

AsdiscussedaboveindetailthehousingindustryinSakhalinhasbothdarksideand

brightside.EspeciallytherecentcurrencydenominationinRussiahasbeenworkillg

asastrollgnegativeimpactontheeconomyasawhole.However,thefactthatmost

peopleinSakhalinstillliveinacommunal2DKtypeapart皿entandalsothefactthat

thenu皿berofnewrichgroupofpeoplerapidlyincreasing,wouldcreateatendencyto

buildmorewidespacehouseholdsinnearfuture,IIIfact,thel)ulletinboardlocated

near七hestationofYuzhnoSakhalinskCitywhichnotifythevariousinformationon

everydaylifef()rthecitizens,arefulloftherealestateinformation.Itisunlikelyto

assumetoseethel)igboominhousingindustryinSakhalininnearfuture,however,in

thelongrun,thestrongtrendisslowlyformingforboostintheindustry.Atleastthere

existthreeilnminentplansorprogramsthatwouldinitiatetheboostinhousing

industryofSakhalin.
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(2)EnvironmentalChangeinHousingIndustry

①MyH・me・Plan

InJune1996,thefederalgovernmentofRussiaannouncedMyHome

RecommendationPlan(DecisionNo.753)toupgradethequalityandquantityofthe

householdsinwholeRussia.Thef()110wingarethemainpointsincluded:Firstly,

increasethenuml)erofthedetachedhousesorcottagestoonethirdofthetotal(oreven

onehalfincertainarea).Forinstance,theratioofthedetachedhousesinSakhalinis

only16%atpresent.Secondly,utilizelightera且denergyefficientconstruction

materialsthreetof()urtimesmore.Thirdly,providelowpricedhouseholdssothatthe

80%ofthehouseholdsconstructedin2000willbeal)letobeboughtbytheaverage

incomepeople.Sakhalinstateaimωprovideahousewith100㎡tobeboughtwith16,7

timesoftheannualincomeoftheaveragesalaryworker,

Inshortthisplanaimstorecommendcottage-typehouseholds(thedetachedhouses

locatedinsuburbanareaforsinglefa皿ilyuse)ratherthantraditionalco皿munal

apartmenttypehouseholds,tOincreasethelevelofconstructiontechnologyinbuilding

houses,andtoprovidereasonal)lepricehouseholds.Inordertopursuethisplanthe

federalgovernmentofRussiainvested400millionrublesin1997,Amongwhich39

millionwasdistributedtoSakhalinState.WiththisbudgetSakhalinStateiscurrently

developingZimaarea(28hector)ofthe『YuzhnoSakhalinskCitytopr6videprototype

householdstotheresidents.Theinitialconstructionwouldbeginbybuilding47

prefabricatedpanelhouses.Thiswillserveasamodelzoneforfuturehouseswith

sufficientprovisionf()rearthquakes,nottomentionthebasicinfrastructurelikewater,

gas,electricity,sewerageandsoon.Theprototype4LDK,2storyhouseisdesignedto

bebuiltwithatotalspaceof114.25㎡.MebelGroup,thelocalhousingcompallywhois

progressingthisproject,expectstoconstruct150housesannuallywiththetotalcostof

412.64millionruble(equivalelltto91,393USdollar)pereach.

②AmericanT。wn

InSakhalinprovidinghousesascomf()rtableasWestemstandardf()rforeign

workerswhocametostayinSakhalinf()roilandgasexploitationisanotherl)ig

project.ThenumberoftheseforeigndwellersinrelationwithSakhalinIandIIis

expectedtOincreaseuptOover10,000.ThetOtalsumoftheexpenditureisestimatedto
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reachabout900millionUSdollars.TheoutlineofthisAmericanTownprojectis

sum皿arizedinTable7.

TABLE70utlineofAmericanTownProjects

Area SakhalinI Sakhalin∬ Total

Val 700person N/A. 700person

Katangli 245 N/A. 245

YuzhnoSakhalinsk 500 500 1,000

Okha 2,500 2,400 4,900

Prigorodnoe 1,400 1,800. 3,200

Nogliki N/A. 500 500

Tota} 5,345 5,200 10,545

Expenditures 462millionUS$ 450mmionUS$ 912millionUS$

LetushavealookattheplanningofthisprojectforOkhaarea,thebiggesthousing

compoundinSakhalinState.Thiscompoundispla皿ingtobedevelopedf()r2,500

residentsforSakhalinI(or625families)withmovietheater,tenniscourt,soccer

ground,shoppingcenter,gymllasium,postofficeandothernecessarypublicfacilities.

Twotypesoftheprototypehouseswouldbeprovided:4bedroomtypewith163,8㎡ad3

bedroomtypewith127㎡,Bothtypeswouldbetwostoryhouseswithlivingroom,

kitchen,1)athtub,andbasicfurnitureinstalled.

Lastyear(1997)competitivebiddingf()r500residentshousingcompoundof

SakhalinIIwasorganizedl)ySakhalinEnergyCo,Thesuccessfulbidwasawardedto

Sfera・Iocca,aJVbetweenRussianandUSco皿pany.Thebiddingpriceis54millionUS

dollars.ThelandwouldbeofferedbytheRussiangovernmentas50-yearlease

contract.Threetypesofhousingwouldbeconstructed二48detachedhouses,50hotel

typehousesand56apartmenttypehouses.Thedetachedtypehouseswouldbe

importedinprefabricatedmannerfromUSandbeassembledinRussia.Construction

isexpectedtobecompletedbytheelldof1999.

Theprojectstoconstructthesehousingcompoundsfbrfbreignworkers(andtheir

families)inSakhalinareextremelyimportantfortheRussianfirms.Becausequality,

priceanddeliverywouldl)eevaluatedwithglobalstandafdwithhighprecision,the

tasksareverysevereforthelocalcompanieswhodonothaveenoughexperience,

technologyandskills.
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③GovernmentSubsidy

TheStateofSakhalinisintroducingsul)sidiestosupporttheconstructionofthe

householdsneeded,Theamountofthesubsidieswouldbe364.61)illionrublesto2,932

familiesin1997,370.4billionrublestO4,222familiesin1998and439.6billionrubles

to5,066familiesinyear2000.60%ofthetotalcostinbuildingahouseistobecovered

bythissubsidyandtherest40%bytheresidenthi皿self.And80%oftheseself-

providingportion(ニ40%)wouldbecoveredl)ythebankloan.Butbeeauseoftheserious

economicrecessioninRussia,only411)illionrul)leswerepaidin1997.(Newspaper

Sakhalin,Mar.27'97)

Anothermove皿entofhousingconstructionusingthesesubsidiesisconstructionof

thehousesfbrthosewholosttheirhousesduetotheheavyearthquakethattookplace

inuppernorthempartofSakhalinafewyearsago,Thisprojectispursuedbythe

negotiatedcontractbetweenRussiangovernmentandCalladiangovernmentby

.withdrawingfundsfromCanadianbankstol)uild800households:400in「Yuzhno

Sakhalinskandanother400inOkha,IIIfact,itisreportedthatsomeofthe

prefal)ricatedhouseswereimportedinKorsakovfro皿CanadainJan.1998.

Asdiscussedindetail,thehousingindustryinSakhalinisattheturningpointtD

escapefromthedecliningstagetomakeage且uinedevelopment.Therearemany

doubtswhethertheprojectstoboostthisrapidexpansionofthehouseholdsinSakhalin

asplannedabove,however,onecanconcludethatthereexistenormousbusiness

opportunitiesf()rthesmallandmediu皿sizedconstructionfirmsinneighl)oring

countries.Especiallyf()rtheHokkaidofirms,chancesarehugefbritsaccessibility.

WhetherornottheHokkaidofir皿scallutilizethesebusinessesneedsdependuponthe

seedstheyhaveandtheeagernesstotakechance.

3.RealizationofEconomicCooperationinSakhalin(ACaseofHokkaido)

ItseemsthatthebusinessneedsofhousingindustryinSakhalinisatrueone,butit

isalsotruethatalmostalloftheRussianfirmsareunabletomeetthede皿andof

higherstandardintermsoftechnology,capitalandexperience.Fortunately,thereare

manycapablehousing皿anufacturers,generalconstructioncompaniesandother

ho皿e・relatedbusinessesinHokkaido.EspeciallyhousingmanufacturersinHokkaido
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arenotal)leforhighdegreeofairtightnessandheatinsulationinordertoendurelong

coldwinter.Alsohome・relatedindustriessuchasfurniture,heatingvalvebusinesses

areconcentratedinvariousregionsinHokkaido.(J,Lee,1998)

(1)HousingIndustryandRelatedBusinessesinHokkaido

Hokkaidohasahandicapofseverecoldnessandheavysnowinwinter.Housing

manufacturerscreateduniqueconceptofNorthernhouseswhichisco皿pletely

differentfromopenhouseconceptofHonshuarea(orthemainlandofJapan),Thekey

wordsfortheseoriginalnortherntypehousesaresupre皿eairtightllessandheat

insulation。TsuchiyaHome,MatsumotoKenko,andKinoshiroTaisetsuaresomeofthe

successfulhousingmanufacturersinHokkaido,ThepresidentofKinoshiro,Mr,

YamaguchidefinesitsbusinessasLifeRegionProtectiontosavenaturalresourcesand

thelivesofthepeopleinit.Inordertopursuethisgoalhee皿phasizes3Rs(Recycle,

Reuse,andReduce)incorporatestrategy,Byintroducingverticalintegrationstrategy

inproductionprocess,Kinoshirosucceededinreducingallkindsofwasteandidleness,

andtherebyabletomanufacturecomf()rtableandhighlyefficienthouses,suitableto

severeweatherofHokkaido.Thistechnologyofhighlyefficientairtightnessandheat

insulationisalsoknowntObeappliedinhumidandhotareasofHonshu.Asamatter

offact,unitl)athdevelopedf()rhighairtightnessl)yKinoshiroisalsosoldinKyushu,

theverysouthernpartofJapan.Also,SaijoSangyoInc.,createdJ-typeNorthernpanel

housel)ymodifyingtwo-by・fourtechnologyforprefal)ofCalladatosuitthepurposeof

higherresistanceofwind,snowandearthquake.

Hokkaidoisnotoriousf()ritsquantityofpublicundertakingoperations.Accordingto

theStatisticsofJapan'96theinvestmentalnountsofpublicworkspercapitain

Hokkaidois513thousandyen,whilethatoftheaverageinJapanisonly382thousand

yen.NaturallythecivilengineeringandconstructionbusinessareconsideredtObeone

ofthemainindustryinHokkaido.Boththenumberofthefirmsandtheemployees

hiredinthisindustryoutnumbersallotherindustriesinHokkaido.Someoftheunique

technologiesareceramicl)locks,syntheticresinscollcretepavementandfiyashcivil

engineeringmaterialstomakefire-proofwalls.Asfarasimprovementofdwelling

environmentsisconcerned,Hokkaidofirmsmanufacturequalityproductsinareaslike

homefurnishing,且oorheatingandpublicutilities.Thesefirmsdohavesufficient

internationalcompetence,especiallyincoldregionsuchasRussia.A皿ongthesefirms

HikariGokinInc.,locatedinOtarucityisnotable.
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InHokkaidoitisfrequentlyseenthatthewaterpipesarefrozentoburstincold

temperature。Inorder奴)protectfromfreezingillwinter,itisnecessarytodrainthe

wateroutfromthewaterpipethatisnotburiedunderground.HikariGokindevelops

丘ozen・freewatervalvesbyinventingelectricalswitchtodrainoutwaterautomatically

l)elowthefreezingtemperature,Althoughsmallsizedwithlessthan200employees,

HikariGokinsucceededtopenetratevastareaofHokkaidoor40%ofthemarketshare

ofwholeJapan,Byusingthecombinationofthe3keywordsofcoldregion,waterand

valve,thiscompanyownsmorethan150patentsofrelatedtechnologyduringhalf

centuryofitshistory

Whatyoucansayincommon負)rthesecolnpaniesisthattheyhaveconvertedthe

handicapsofcoldwinterandfrequentearthquakesintocompetitiveadvantagesof

creatingmoredurableandcom負)rtal)leproducts.Butmostofthesefirms,although.

theyhavepotentialofgoingglobal(especiallyinthoseareasofsimilarcoldweather),

arelocalized負rms.Ifyouconsiderthemarkettobeonlyadomesticolle,itisvery

restricted.Butwhenyoubroadentheconceptsofnorthemterritoriesworldwide,you

aredealingwithoneofthel)iggestmarketoftheglobe.OnceHokkaidofirmschange

theirnarrowperspectivestomoregenericone,whatisgoingoninSakhalinreally

becomesahugebusinessopportunitiesfbrthem.Thoseneedscanbemetbythe

currentproductsortechnologyandknow-howthatarealreadyaccumulatedin

Hokkaido且rms.InorderfbrHokkaido且rmstolinksuccessfullythoseneedsof

Sakhalinandtheirseeds,threebasicstrategicunderstandingisnecessary.

(2)StrategicMindsNecessaryforHokkaidoFirms

①First'-m・verStrategy

Even負)rthesmalllocal血rmsinHokkaido,itisimpossibletoavoidfromthewaveof

globalization.Itisaneitherorchoice.Takeaggressiveactionsofgoingglol)alorjust

putyourselfinapassivepositionofbeingglobalizedinstead。Buttheoutcomeofthis

choiceisamaterialone,Let'stakealookatthecaseofExxol1,

Asmentionedabove,ExxonisamainprojectoperatingcompanyfbrSakhalillI.The

beginllingofSakhalinIgoesbackin1968whenSovietUnionand・Japanese

governmentdecidedtojointlydevelopnaturalgasinSakhalin.Upon.requestbythe

SovietgovernmentJapanesesideorganizedaconsortiumcalledSODECOconsistingof

bothpublicandprivateorganizationssuchasItoh-Chu,Marubeni,JapanOil
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FoundationandOilResourcesDevelopmentin1974,Exxonwasinvitedtojointhis

projectin1993withtwootherRussianlocalfirms,CurrentlySakhalillIisbeing

carriedoutl〕yjointeff()rtbythreenations:Russia,USandJapa且.Buttherole

expectedtobeplayedbyeachIlation(orthecompanies)isdissimilar.Forinstance,the

mainroleofthetwoRussianfir皿sisfocusedonnegotiatingwiththegovemlnentor

translatingthel)usinesspracticestotheWestempartners,Exxonisactuallydrillingin

theshelves,testingandproducingoilandgas.ThequestiollisSODECO'srole.

Drasticallyspeaking,itseemsthatonlyJapanmoneyisneededfromthem,regardless

of20yearsofexperienceormeritoriousdeedsofbringinginExxontomovetheproject

inorbit,ThestrategicpositioningofSODECOhastobereestablished,

EventhoughPSA,oneofthel)iggestobstaclesinprogressingtheprojectwasfinally

settledinJune1995andthisagreementbecameeffectiveformJune1996,there

remainsotherproblemssuchaslandrightsandtaxesunsettled,Perhaps,thesingle

mostimportantbarriertoovercomeisinfrastructureinadequacy.Notonlythe

fundamentalinfrastructuressuchashighways,railroads,harborsandairportaretobe

constructed,butalsothepipelines,terminal,andothermaterialhandlingfacilitiesare

neededtobeinstalledtocarryouttheprojects.Moreimportantly,theinfrastructures

concerninglivingconditionssuchashousing,sewerage,electricity,banksand

telecom皿ullicationsaredesperatelyneededorimprovedconsiderably

However,Exxonisactivelyparticipatingintheprojects(notonlySakhalinIbutalso

IIIandIV)unlikeJapanesecounterpartswhoareintimidatedandarealwaysworrying

aboutallkindsofnegativepossibilities.Thereasonforthisdifferentbehaviorcomes

formperceptionoftheinadequacyofinfrastructuresofSakhalin.Theveryexistenceof

inadequateinfrastructuresasentrybarriersf()rnewcomersisareason.f()rinvestments

forExxoninordertOgraspthefirst・moveradvantages.Thisventurespiritislackingin

mostJapanesecompanieswhohesitatetakinganaggressivebusinessactioninthis

region.WhenIvisitedthe皿useuminYuzhnoSakhalinsk,IwassurprisedtOfindout

thatthecityhasnotbeenchangedmuchduringpast50years,ifnotbecomingworse.

Butifyoulookformotherangle,that'sexactlywhyRussiansidewouldbeeagerto

supporttheprojectattheirbesttomakethingsreallyhappen.Ifoilandgas

exploitationprogressessuccessfUllyandallthenecessaryinfrastructuresare

adequatelyprovidedinSakhalin,smallHokkaidofirmshavenochancetocolnpete

withthepotentialgiganticfirmswhowouldrushtocometoSakhalin.Inthissense,

thereisIlot皿uchtimeleftforHokkaidofirmsindecidingwhetherornottOinvestin

Sakhalintoattainthisfirst-moveradvantage.
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②RiskSharing

Evenso,itstillsee皿stoorisky負)rsmallsizedHokkaidofirmstOmakealongterm

investmentknowingthatittakes負)rawhile(ormaybeevenseveralyears)fbrthe

initialinvestmenttobepaidoff,Morerealisticandfruitfulsolution,therefbre,isto

findtherightpartnerfir皿stofbrmstrategicalliances.Recently,severalsmallfirmsin

Watkanaiestablishedajointventuref()rprovidingconstructionmaterialstoSakhalin.

AlsotheshoppersandmanufacturersinSapporoandOtaruareajoi且tlypublisheda

catalogueinRussian,FreePaperGammaandprovideahomepageinInternetalsoin

Russian.Butthesemovementsareveryfewinnumber.

Inorderto且ourishthesejointaction,andthuscreaterisk・sharingbenefits,

microscopicregionalismorsectionalismhastobeabolished.Afewyearsagotherewas

,aseverecompetitionamongthecitiesofHokkaidotobeacandidate負)rtherearbaseof

Sakhalinprojects.EachofthecitieslikeHakkodate,Muroran,Watkanai,andOtaru

claimfforthemselvestObethemostcapablebasecampstosupportthef()reignworkers

inSakhalin.WhentheauthoraskedtoMr,BlueofExxonwhereinJapanheorhis

peoplewanttospelldtheirholidays,thespontaneousreplywas"Idaho."Anyofthe

citiesinHokkaidowereunknown.Asamatteroffact,itismorelogicaltothinkthat

SingaporeorHongKongbethel)etterchoice負)rthisrearbaseideaduetothesimilar

lifestyleandlallguage.Animportantlessonistogetridofnarrow-minded

sectiollalismandtrytocooperatef()rAll・Hokkaidobenefits.Apackageofthe

distinguishedbenefitswouldl)emuchmoreattractiveonethanbunchofsingle,

separateproposalsfromeachcities.

Anotherpossibilityofjointaction負)rrisksharingistof正ndthefbreignpartner且rms

andtogether負)rminternationalstrategicalliances。WhenIwasinSakhalinIwa$

surprisedtofindoutthatthemostofthecommoditiessoldinthemarketare皿ade・ill

KoreaandChina.IftheHokkaidofirmscouldsucceedinfindinganappropriate

partnersinKorea(orinChina)inenteringSakhalin,theycannotonlyreducerisks

considerablybutalsol)eabletopresentmoreappealingproductsandbusinesses.

③Av。idPr。ducti・nEffciency

OntheplanetOYuzhnoSakhalinskfromHakkodate,IwassittingnexttoaJapanese

businessmanwhofrequentlymakesal)usinesstriptoSakhalin.Whenaskedwhatis

thesinglemostattractivenessinSakhalin,herepliedinstantaneously"thefactthat
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thereisnothing."WhenyouarevisitingfromJapanwhereeverythingisabundantand

al阻uent,youareoughttofeelthesameway.However,itisdoubtfulthatmakingan

eff()rttochangethesituationuptothelevelofcurrentJapaneselivingstandardwould

reallymakethepeopleinSakhalinhappier.

Lastdecadeortwo,manyJapanesecompaniesrushedtoMalaysia,Thailandand

otherAsiancountriestohelpeconomicdevelopmelltintheregion,Asaresultmanyof

thesecountriesweresucceededinachievingarapideconomicgrowth.Thereasonf()r

thiseconomicsuccessisduetomatchingoftheJapanese(world'smoste」Eficient)

productiontechnologyandabundantlowwagedlaborfbrcesinAsia,However,recent

economiccrisisinIndonesiaandotherneighboringcountriescastadoubttothis

successmyth.TwoyearsagoIpaidavisittoMalaysiaandSingaporetoconducta

researchonkeiretsuorsubcontractingsysteminautOmotiveandelectronicindustries

ofthesenations,DurillgtheinterviewsIwasastonishedtonoticethatthereexistsa

tremendousperceptualgapbetweenthelocalworkersandtheJapaneseexpatriates,

Forinstance,thelocalengineersinProtOnareconfidentf()rtheirsuccessofdominant

marketshareandfutureexpansionofproductionvolume。Theyalltalkaboutabright

futurefullofcolorfuldream.OntheotherhandtheJapaneseengineersandmanagers

fromMitsubishiwereverycriticaltothesituationahead,Whatcausesthisperceptual

differenceisalackoftrust.WhiletheJapanesefirmsarefbcusedtoomuchon

efficiencygoals,inthemeantime,theyneglectedthespiritofequalpartnershiporajoy

ofworkingtogether,Afterallcreatingacommunityboundtogetherbycommonfateis

theoriginofthoughtfortheforeigndirectinvestmentstooccurinthefirstplace.

Itisdifficultto皿akeadirectcomparisonbetweenthisMalaysiancasewiththatof

Sakhalinbecauseofthedifferenceininitialeconomicdevelopmentstage.But

paradoxicallyspeaking,incaseofSakhalinitbecomestrulyworthwhiletobuildfrom

scratchl)yworkingtogetherinsweats.Afterthebubbleeconomyburst,Japanese

economyisexperiencingthelongtunnelsofrecessiollwithoutanoutlet.Inorderto

l)reakoutfro皿thissituationitisnecessaryf()rtheJapanesecompaniestothrowaway

thepastsuccessmythandgol)acktotheoriginoftheFDIwherebothSakhalinand

Japal1(orHokkaido)findawaytobecomehappiertogether.
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